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STATEMENT OF CHARLES DONAHUE, SOLICITOR
OF LABOR, BEFORE THE SELECT SUBCOMMITTEE
OF THE HOUSE COMMITTEE ON EDUCATION AND
LABOR ON H.R. 10721, EMPIOYEES' COMPENSATION
ACT.

September 8, 1965

Mr. Chsirman:

I appreciate this opportunity to testify in support of H.R. 10721,
a bill to provide interim improvements in the Federal Enmployee's Compen-
sation Act. Federal employees look to this Act to give them or their
survivors a decent income when employment causes disebility or death..
Regrettebly, today for many employees the Act falls far short of
sustaining this reasonsble hope.

The Compensation Act stipulates that employees without dependents
will receive two-thirds of their monthly pay when totally disabled; with
dependents, the promise is of inccme indemnity up to three-fourths of
salary. The maximum dollar limit under the Compensation Act ncw, how-
ever, is $525 a month. This limit, ir many cases, pares the percentage
of salary paysble down to an extremely low figure. For sixteen years,
this $525 maximum has been unchanging. With each Federal salary increase,
therefore, the proportion of working income restored under the Compensa-
tion Act for employees above a certain grade has consistently declined.
H.R. 10721 would make up for some of this decline.

As to an equitable and long range proposal to perfect workmen's
compensation protection for Federal employees, we are awainting the find-
ings of the President's Cabinet Committee on Federal Staff Retirement
Systems wl;ich is making a collateral study of the Compensation Act.

When the report of the Committee is filed on December 1, 1965 , we will

use it in further assesasment of the FECA.
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As you know, the Federal Employees COmp.ensation,Ae't vas
gnacted in 1916 aud has since been amended vé/ry few times to inerease
benefits, irrespective of advencementis in the economy. In 1916 whea
the first Federsl Employees' Compensation Act was passed the mexcimum
monthly paymeint for total disebility was the odd sum of $66.67. Eleven
years lager, in 1937, it was doubled, to $116.65. Here 1t remained -
until 1949 when for the first time in the Act's hiétary, the megimam - .
was substentially incressed, to $525. It has remsined in this
groove, since that time, despite' the great economic chana;efa wa
have experienced. '

| Between 1949 and 1964 Government esrnings increased by 80%

and the Consumer Price Index increased by 31%. The top salary
for classified employees wes $10,330 a year, now it is $2k,500.
But an injured Federal employee todsy--as in 194G--can expect o
receive compensation income of only $6,300 a year.

During recent years the Congress has demonstrated its con-
cern For the welfare of employees generally through iegigl@'hiqn such
as that which provides for menpower development snd treining asctivitles,
ares redevelopment, equal pay, end the increase of Federal g@l@.ﬁesa
In’line with improvements in the economic status of privete employers,
it eppears both impérative and desirsble to provide felir workmen's
compensation benefits for Federal employees. The economic plight of

our injured employees insisiently-ealls’fior abtention.
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To illustrate this point, first, let us examine the case of &
flight test pilot with en snnuel salary of $14,965 which amounts to more
then $1,110.00 a month, who will be incepaciteted for months becanse of
& fractured vertebrae colunm. Under present im«r he can recéive‘ only
$525 a month, approximstely 50% of his present salery.

A second example involﬁes an employee of one of our ‘intem@tiomal
sgencies who was shot in e forelgn country end, &8 & conseguence, is
paralyzed. ‘The dissbled employee's salary was $1b,595 per year. How-
ever, becsuse of the dollar ceiling limitaetion of $525 a month, he will
receive compensstion amounting to caly $6,300.00, |

The proposal before you alleviatés to some extent sltusbtions such
ee these by incressing the present dollar maximam to $685 a month. H.R.
10721 would permit employees making $11,511 (the equivelent of & GS-11,
step 10 or a GS8-12, step 5) or less, to recelve bénefits up to the 75%
meximum of basic monthly compensation which the Act authorizes 1f depend-
ents are involved. Avallable iﬁfomtion indiceates 'bhaisr @%%”gﬁ of all
Federal workers ere in this category.

When the $525.00 msximmm was estsblished in 1949, 99.5% of ell
Federal employees were eligible for up %o 75% of their salary. Whersas
today, only 85.6% of Federal employees sxe entitled to receive up to
the T5% suthorized in the Act.

As you know, the Act conforms to the recognized principle that
8 disabled worker with a famlly requires more compensation than one with
no dependents. In such cases, the Act augments the 66 2/ 3 percent com-
pensetion for totel disebility by 8 1/3% for depemdents up to 75% of
salery. However, the sugmentation of basic compensation for dependems
1 sApprovediifiedRelease:2005/67/08 1OHGREPHZBOMIERNDGAN0 1000FxBess of $420.



Approved For Release 2005/07/13 : CIA-RDP67B00446R000600010007-8
-4 -

The bill, therefore, amends the Act to increase from $420.00 to
$546.00 the limit upon the amount of an employee's basic pay which may be
considered in computing additional compensation becsuse of dependents.
If this were not done, the increase in the maximum which is proposed would
be held down in cases involving dependents by another outmoded figure.

Under the Act, survivor benefits now range from 45 percent of
the monthly psy of a deceased employee for a widow without dependent
children up to 75%, depending on the number of children. The present
dollar limit of $525 per month for survivor benefits would also be in-
creased to $685.C0 per month, by this bill, thereby enabling a greater
number of beneficiaries to receive up to the allowable 75%.

The proposal also increases the minirum compensation anount of
$180.00 per month to $210 a month, approximately the same as the minimmum
wage under the Falr Labor Standard's Act. With today's living costs,
it is believed that employees earning $210.00 a month or less would be
unsble to subsist on 75% of their earnings and that therefore, their
entire earnings should be paid during total disability. Only a few
thousand blue collar employees are within a wage bracket so low they
would be affected by this provision. The minimun rate for employees
ﬁnder the Classification Act GS5-1, step 1 is $3,385, or appfaximately
$20C s month, e much higher figure than the blue collar minimum,

To assure that the income status of persons already on the rolls
is also improved by these smendments, provision is made in this bill for
increases in previous compensation awsrds on o basis wvhich is consistent
with increases in the Consumer Price Index. These awvards are to be

adjusted on the basis of the percentasge change in the annual average
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Consumer Price Index as determined by the Secretary, between the year of
the award and the most recembly evailsble anmual CPI figure {presently
the average for 1964). This imerease would be offset by suy ineresse
euthorized by @omgmé& gince the awvard sdjudications.

In eddition, the bill slesrly indicates thet it sppliss only
to persons whe are "employess” under th@ Aet es distinguished Prowm &a@s@
persons not having a technical "@mploye@'f} smtmé to whom $he b@mf’im of
the Act have been extended. In order to prevem:. any wiforeseen anomalous
situstion from wmms, there are ceutionary statements that no reduction
in compensation by reason of Consumer Price Index chenges is authorized
or that no previous compensation sward shall be increased by more then
the applicsble change. Farther, payments are authorized ouly on a
prospective bseis.

The bill also extends the benefits, of surviving children of
enmployees who ave fatally injured im employment, from the ags of 18
until the sge of 23 if the ehild is still attending school. This pro-
vislow reflecte the concern of the Adminiskration to sneourage and in-
crease educational @pp@rtwmiﬁ@&s{ '

AS you know, @ﬁ@ of the basic reasons for making @@h@@mmﬁim@
swarde to or on behslf of children 1 to defray living costs during
the pericd of depemdency. It was guite logical for these benefits to
expire at age 18 :Lﬁ 1916 since &t that btime most childrem of 18 could
ressopsbly be ezcg@ct@d to become self-supporting, irrespective of whether

they had finished high school.
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Todey educatlon beyond high school is becoming increasingly
necessary because of rapid technologilcal changes and the im:fmmsed
nunber of professionsl, techmical snd other jobs which require addi-
tional @dﬁe&ticm, This has resulted in lengthening the period of
dependancy. Therefore the inereased family finsnciel nesd could be
alleviated and educabion encoursged if the suxrvivor payments @omime
until such time as the cbild could normally finish collegs (iu@” The
age of 23).

To prevent inequities with respeet to children who beceme 18
before the effective date of this Act, who are now pursulng an sducae-
tion snd are not yet 23 and, thervefore, could quelify for the combimna-
tion of benefits, the bill authorizes payment of ewmp@mmim on their

account as for other surviving childrem in school.

This iz not & new or unigue proposal since several other Federsl
programs provide precedents for contimming benefits to children after
the sge of 18. Under the "War Orphens educatlonal assistence program of
the Veberan's Administration,"” benefits mey be contlnued up to age 23
1if the child is atterding school. The Civil Service R@mr@mm Program
geverally peye benefits up to the emi of me academic year in which the
student reaches age 21.

The Act which established the medicere program @uppdm@@ by the
Admipistration end epnacted on July 30, 1965, sec. 306(s), provides for
contimiation of & child's Socisl Security insursnce 'bem:f’iﬁ if he is &
foll-time student under 22 years of age.

The Stetes are also concerned sboub proposels such as ﬂn;i.ﬁ s an

exarple of the States recognition of the need for this type of provision
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is the "Workmsn's Compensation Rehsbilitation Law" recently recommended
by the Council of 8tate Governments which conteins a provigiom gimiler
to the one here propoged, except that it provides for the contimation
of benefits until the students reech the age of 25.

Even without such precedents, the contimmetion of compensation
Por education 1s socially and economically desireble in our soclety which
regards the education of off-spring es one of the bresdwinner's primsry
responsibllities.

A technical smendment is proposed to trensfer a substanbive Ltem
from the Depertment of Lebor Annual Appropriations Act to the Compensa-
tion Act. For meny years, the sppropristions acts of the Departm&nﬁ
have provided that the rule-making authority of the Secretery of Labor
under the Federal Employees' Compensation Act be comatvued:to include
the suthority to esteblish the nature and extent of proofs and evidence
reguired in compensation claims of certein non-~citizens and nonresident
erployees employed outside the United States.

In comclusion, I urge the Commitiee to suppart_this bill which
applies the principles of fairness and concern to meet & great need of
Federal employees. These smendments will not only benefit Federal ew-
ployees and their families but will tend to meke Covernment employment
more abttractive to qualified individusls who cen contribute to the

efficlency of our Federal Bervice.
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